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On December 2-4, 2001, 23 practi-
tioners, researchers, and policy
makers across the United States

and from Europe met in Asheville, North
Carolina to discuss the implications of
cluster-based development strategies for
(a) low and middle-income people, (b)
economically distressed urban and rural
places, and (c) small enterprises. Our
purpose was to identify and devise poli-
cies and practices that are likely to
expand opportunity and promote equity
and that can be interwoven into the
increasingly favored cluster-directed
development strategies—to produce just
clusters. The meeting was organized by
Regional Technology Strategies, Inc. with
support from the Ford Foundation. 

Since clusters are a result of outcome-
driven business decisions, any answers
had to meet certain tests. Actions to
improve opportunities for underemployed
and undereducated people had to
advance collective industry goals or self
interests. Actions that support clusters in
weak economies must demonstrate an
innovative capacity that can ultimately
make them self sustaining. Activities that
addressed small businesses have to gener-
ate sufficient a scale to justify public
investments. 

We began with a common understand-
ing of clusters on which to continue our
discussions—the importance of geogra-
phy and recognition of the porosity of
boundaries, the relative values of different

forms of external economies, the exis-
tence of cluster life cycles, and the dis-
tinctions between clusters and their policy
precursor, networks. We also debated
some of the tougher questions that come
up in discussions of cluster-based devel-
opment. For example, can clusters be

planted in less advantaged regions? Are
clusters a common or exceptional occur-
rence? Are cluster and sector employment
strategies compatible? What does the
growth of the knowledge economy mean
for weaker regions and less educated
populations? What happens when a clus-
ter reaches the end of its life cycle?

Clusters, we agreed, could provide
expanding opportunities for the lower
economic strata but are by no means a
panacea. There are serious obstacles
including but not limited to inadequate
skills and work experience, exclusion
from the social networks that employers
use to find workers and firms use to learn
about innovations, distances and paro-
chialism that isolate people and places
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Some of the key players in achieving 
more equitable outcomes of cluster-based
development are community colleges,
industry-versed but socially conscious
intermediaries, cluster councils, and 
business service agencies.



from market opportunities, and lack of
access to capital. 

Despite the barriers, we identified a
number of possible actions to shift out-
comes toward people, places, and firms
that had been left behind in the last
decade’s economic growth. Some of the
key players in achieving more equitable
outcomes of cluster-based development
are community colleges, industry-versed
but socially conscious intermediaries,
cluster councils, and business service
agencies. Support structures are needed
to ensure that people have the qualifica-
tions to compete for jobs, the contextual
knowledge to be productive, and the
career paths to encourage further educa-
tion; that firms are able to network, to
innovate, to pursue entrepreneurial 
ambitions, and are socially responsible;
and that places are connected, innovative,
and organized. Thus while clusters do not
automatically extend advantages to less
advantaged people, places, and firms,
they can be effectively used to forge path-
ways that lead to higher incomes and
stronger economies for those with the
greatest needs.
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This report represents the results 
of two intense days of discussions
and debates among researchers,

practitioners, and administrators (Appen-
dix A) who have been deeply involved in
various aspects of cluster-based economic
development in international, national,
regional, and local arenas. A few papers
were prepared in advance to help stimu-
late the roundtable discussions (Appendix
B). The final report, however, draws on
participants’ particular experiences and
expertise to arrive at a collective under-
standing of the issues and a set of poten-
tially effective actions. It is important to
note, however, that all aspects of the
report do not represent the views and
opinions of all participants. There was
considerable debate on a number of con-
troversial issues. 

Each person contributed to the ideas
represented in the document and offered
helpful suggestions and comments on var-
ious drafts. We are particularly grateful to
Amy Glasmeier, Ned Hill, Cornelia Flora,
Bill Kaufmann, Ed Bergman, Ifor Ffowcs
Williams, and Meenu Tewari for their de-
tailed comments and edits.

The project was carried out with the
support of the Ford Foundation and the
active participation and contributions of
Director of Economic Development Frank
DeGiovanni and Program Officers Jackie
Loh and Miguel Garcia. Sue Soltis, RTS’s
administrative director, helped with the
logistics in organizing the meeting and

edited drafts of the report. Former RTS
employee Dan Broun also reviewed and
commented on the final report’s organiza-
tion and clarity. 

The cover art is by internationally rec-
ognized illustrator David Suter, and the
document design is by Maxine Mills. 

Stuart Rosenfeld
Regional Technology Strategies 

Project Director
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S trategies for developing a region’s
economy used to be relatively
straightforward: build the infrastruc-

ture and maybe invest in “spec” facilities,
train workers, assemble some financial
incentives, and keep business costs as
low as possible. But priorities have
changed. Businesses that are successful 
in today’s economy have more sophisti-
cated needs. They want access to the
knowledge and skills, more apt to be
found where suppliers, customers, 
competitors, educational institutions,
research labs, and labor are concentrated.
Hewlitt-Packard’s CEO told a national
conference for governors to “keep your
tax incentives and highway interchanges;
we will go where the highly skilled peo-
ple are.”1

The current term for systemic concen-

trations of enterprises with common 
or complementary business interests is 
an “industry cluster.” A cluster consists 
of groups of companies and/or services 
and all of the public and private entities
on which they in some way depend,
including suppliers, consultants, bankers,
lawyers, education and training providers,
business and professional associations,
and government agencies. Clusters 

have become, in many parts of the 
world, the new mantra for economic
development. 

While many organizations have
researched and applied clusters as tools
for economic development, few have
paid attention to who benefits, who 
doesn’t, and why. Are clusters equitable
and just tools for economic development
or do they skew resources to those
already better off? 

The questions confronting the partici-
pants in the symposium in Asheville,
North Carolina were (1) do clusters reach
and serve the interests of low and middle-
income populations, weaker economies,
and small firms and (2) if not, can strate-
gies be devised by government agencies
and private foundations to extend the
advantages of industry clusters to these
target groups without compromising, and
with ultimately increasing, the cluster’s
competitiveness? 

Clusters by their nature are demand
driven, with companies acting in their
own best interests. Many rural and older
urban areas—which generally have lower
levels of education and income—are thus
caught between a rock and a hard place.
They can match neither the still-lower
incomes of offshore regions to compete
for labor-intensive clusters nor the ameni-
ties and talent of America’s high tech and
cultural centers to attract knowledge
intensive clusters. 

Any policies aimed at reducing dispari-

8

I. Introduction

Are clusters equitable and just tools for 
economic development or do they skew

resources to those already better off?



9

ties among regions or people also must
advance companies’ profit goals. On the
other hand, the governments and non-
governmental entities that support clusters
as development strategies do have social
and civic responsibilities to see that their
investments ultimately have a reasonable
chance to reach all segments of the popu-
lation and all regions. How has this
played out in the real world of economic
development?

The consensus of those assembled in
December 2001 was that regardless of
how clusters grow and develop, whether
as a result of local entrepreneurs taking
advantage of market opportunities or
through support and encouragement
from public investments and policies,
most impacts on equity have been inci-
dental, not intended. A scan of state,
regional, and metropolitan cluster analy-
ses and studies conducted in industrial-
ized nations found very few references to
distributional outcomes with respect to
people and places. The exceptions are
federal and state programs that have
adopted clusters and target less prosper-
ous and rural regions or in places where
the government must be inclusive to
obtain the broad political support neces-
sary for implementation. 

If clusters themselves do not have
explicit equity goals, can public policies
aimed at achieving economic equity be
more effective if molded to fit into current
cluster strategies? Most of the benefits to
low and middle-income populations, less
advantaged areas, and small enterprises in
fact have been due to the diligence of
non-profits and social service agencies
working to create economic opportunities
for specific sub-populations or to govern-
ment programs targeting places or compa-

nies based on need. In 1995, a report to
the Ford and Mott Foundations on the use
of sector-based development to overcome
poverty confirmed our finding, noting that
“in the development and implementation
of cluster strategies… issues of public
interest, such as determination of who
gets the jobs being created, are rarely
explicitly addressed.”2

Our report examines the potential of
cluster-based economic development

strategies to reach people and places that
have been on the fringes. It suggests ways
to infuse cluster efforts with the means to
extend the benefits of these policies to
places and firms that have been marginal-
ized in the race to the “new economy”
and, by more effectively and extensively
developing and using their skills and cre-
ativity, to people that have been underuti-
lized and underemployed. 

Most of the benefits to low and middle-
income populations, less advantaged
areas, and small enterprises in fact have
been due to the diligence of non-profits
and social service agencies working to 
create economic opportunities.



The more accepted clusters become
within economic development cir-
cles industry, the fuzzier their boun-

daries and composition. Paradoxically, the
more the term “cluster” is used to define
an industrial concentration and to deter-
mine practice, the more participating
organizations clamor for clear definitions.
The official title of “cluster” has political
or policy significance to the extent that it
draws special attention from funding
agencies, establishes a reputation or
accepted trademark in the marketplace,
and attracts specialized resources.
Participants were concerned that the utili-
ty of clusters will be diminished if the lan-
guage becomes further degraded. Such
degradation has occurred in some places
where officials strived to place every com-
pany in some cluster to avoid any hint of
favoritism.

In its narrowest sense, the label of clus-
ter is conferred on groups of geographi-

cally bound business sectors that pass
some litmus test of quantitative compara-
tive criteria. In its broadest sense, a cluster
is defined by systemic relationships
among firms and organizations in a gener-
al region based on common needs for
nearby goods and knowledge. Using this

definition, most regions will have certain
concentrations of employers that draw on
common resources or knowledge or
make similar classes of products and, to
some degree, operate as a system. And, as
systems, many companies are part of
more than one cluster —as part of a sup-
ply chain of one, as a competitor in
another, and, as a user (i.e., large infor-
mation technology unit) in yet another.
One elementary definition is that: 

a “cluster” is a spatially limited critical
mass (that is, sufficient to attract special-
ized services, resources, and suppliers) of
companies that have some type of sys-
temic relationships to one another based
on complementarities or similarities. 

What differentiates a group of private
enterprises from a “cluster”?

Despite a spate of definitions and classi-
fication schemes from around the world
organized according to, for instance,
measures of competitiveness, technology,
depth of relationships, and public purpos-
es, the group reached consensus on the
minimal requirements of a cluster. The
first is a scale of demand among employ-
ers that produces external economies, i.e.,
a sufficient number of firms with common
or overlapping needs to create or attract
more services and resources (including
labor) than would be available to more
isolated firms—and often at a lower cost.
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utility of clusters will be diminished if
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The second is the depth of the relation-
ships among members within the region.
The dynamics of clusters are embodied
in the value- and knowledge-adding
chains among its members.

The most important external economy
in all mature and most growth clusters is
the mid-skilled labor force.3 Companies
depend on an uninterrupted flow of
workers with the necessary skills and the
knowledge of the industry to apply them
to both routine and unanticipated situa-
tions. In this flow, the critical factor is not
the highly educated employees, who can
be and are recruited globally, but the
mid-skilled technical labor force that is
locally educated and less geographically
mobile. Most of the mid-skilled labor
force are educated at local community
colleges, technical institutes, and voca-
tional schools, and come predominantly
from lower and middle class back-
grounds. 

Other external economies include spe-
cialized services, such as bankers and
accountants with a depth of understand-
ing of the industry’s technologies and
markets; suppliers and customers who
share expertise; faculty and graduate stu-
dents at universities; trusted consultants
available to help solve specific problems;
and business support centers that can
assess production methods and business
procedures and advise. 

It is important to note that some exter-
nal economies are driven purely by the
size of the market created by the scale of
business and job opportunities and not by
trust-based relationships or organizational
membership, commonly termed “social
capital.” Social capital can help compa-
nies make more informed decisions and
perhaps find better services but does not

create all external economies. Some 
are unintentional, such as the leakage 
of knowledge as “technologies spread 
to smaller companies not through formal
market relationships but “through swap-
ping of employees within a pool of 
common skilled and technical labor
developed around the region’s core tech-
nology.”4

But there are other important “soft”
external economies that do depend on
personal relationships and connections,
such as the acquisition of tacit knowl-
edge, which is buried in the minds of
individuals and the routines of organiza-
tions and thus is not easily communicated
except through personal interaction.5 In
clusters with social capital, knowledge
and innovation is transferred much more
readily. Clusters that have either organ-
ized themselves into some association or
use existing associative venues to actively
promote learning and networking thus
expand their external economies. The
new sock testing lab established by
hosiery firms in the Catawba Valley of
North Carolina gives companies access to
advice and sophisticated equipment that
no single one of them would have been
able to obtain alone. 

There is, in many parts of the world, an
increasing focus on membership organiza-
tions to represent and demonstrate the
existence of clusters. Neither “member-
ship” in an organization nor cooperation,
however, is required to be part of the
cluster. While an existing association pro-

In clusters with social capital, knowledge
and innovation is transferred much 
more readily.



vides many real benefits, “free riders” are
nonetheless important members of the
clusters. Simply by virtue of geography,
they are able to realize all of the non-
exclusive external economies that accrue
to members of cluster associations. 

Setting boundaries without 
building fences

The geographic boundaries of clusters
are defined, in the loosest sense, by the
distance and time that people are willing
to travel for employment and that em-
ployees and owners of companies consid-
er reasonable for meeting andnetworking.
The geography over which know how
can efficiently spread is influenced by

transportation systems and traffic but also
by cultural identity, personal preferences,
and social hierarchies. In a city with
heavy traffic congestion, the ostensible
cluster limits might be a metropolitan area
or even a neighborhood. The information
technology/new media cluster called
Silicon Alley in Manhattan, which is con-
centrated south of 41st Street, and Long
Island’s information technology cluster,
though just across a bridge from each
other, have such weak ties that they could
be located in different countries. In some
neighborhoods, social barriers created by
class or race can restrict residents’ con-
nections and opportunities to an even
smaller area. In rural areas where roads
are relatively free of traffic and people are
more accustomed to driving long dis-
tances, a cluster may exist across a region
that stretches up to a hundred miles. The
metalworking companies in western
Minnesota and eastern North and South
Dakota that are members of the Tri-State
Manufacturers Association are willing to
drive that far for planned events. 

12

Is it a Network or a Cluster—and Does it Matter? 

No repor t on clusters would be complete without acknowledging their grounding
in the many governments and foundations that suppor ted initiatives to form busi-
ness networks beginning in the late 1980s. Business networks were first observed

in nor thern Italy as the way very small enterprises could pool their strengths and
resources and successfully compete against larger players.The focus on business net-
works in some ways put the car t before the horse, because those Italian networks were
a result of social capital within highly concentrated clusters. Although the two terms—
network and cluster—are sometimes used interchangeably, there are fundamental differ-
ences. Networks are closed organizations that generate external economies for
members willing to share costs of resources, exper tise, or information. Clusters derive
external economies because the market delivers it to them as a result of the scale of
demand. An open, cluster-based organization adds considerable value but is not essen-
tial.

Geographic and industry boundaries play
a big part in determining which kinds of
systemic relationships among members

are possible to develop and affect.
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Geographic and industry boundaries
play a big part in determining which
kinds of systemic relationships among
members are possible to develop and
affect. National and generic clusters cov-
ering a geographic region that extends
beyond commuting patterns or a collec-
tion of industries that needs dissimilar
skills or technologies gain few of the
advantages associated with specialized
labor market pools, tacit learning, and a
collective identity. 

In many mature clusters, the advantages
associated with proximity between suppli-
ers and customers have allowed them to
grow vertically. The just-in-time delivery
requirements of final producers attracted
suppliers and generated new market
opportunities for qualified local compa-
nies. The new Nissan plant in Mississippi
intends to produce five different models
with only 30 minutes of inventory on the
floor at any given moment, requiring
many just-in-time suppliers.6 In technolog-
ically advanced clusters, having suppliers’
engineers near enough for joint design or
problem solving is an advantage. But
beyond the first tier, suppliers of complex
or customized parts or subassemblies, the
proximity advantage disappears quickly.
With overnight deliveries possible from
almost anywhere in the world, companies
can and do put out their bid requests on
the Internet and contract to anywhere a
firm can meet their design and delivery
requirements at the lowest cost. Many of
the contracts filled by members of the
National Machining and Tooling Associ-
ation, for example, are now are let via
Internet bidding auctions. 

One of the first requirements that fund-
ing agencies place on clusters is a mem-
bership organization that bears some

name related to the cluster, is able to
speak on behalf of the cluster, and oper-
ates at some level as a network.
Experience in Connecticut’s cluster initia-
tive, one of the early U.S. state-wide pro-
grams, showed that it generally takes a
common and pressing problem and is
enhanced by the opportunity to affect
public sector programs and policies to
successfully and repeatedly get compa-
nies around the table. 

The life cycle of a cluster

Participants agreed that clusters,
because they are associated with certain
classes of products or services, have life
cycles.7 Sustainability is a term that
applies to economies but not necessarily
to specific clusters. The stage of develop-
ment of a cluster affects the ways that
opportunities and outcomes are distrib-
uted. Cluster stages can be in incubation
(embryonic), takeoff (growth), maturity,
or declining stages. 

The incubating clusters are generally
based on wellsprings of innovations or
inventions but they can also be based on
recruiting existing or expanding industry
leaders. Many of the efforts to establish
biotechnology clusters include support for
research facilities,j15

while efforts to create semi-conductor
clusters are more often based on recruit-
ment incentives. But the embryonic stage
of many successful clusters was unplanned
and unanticipated. Some of the world’s
best known clusters came about as the
result of entrepreneurial employees of
one or two industry leaders becoming
new niche competitors, suppliers, consult-
ants, or using their ingenuity to develop a
complementary product or service. 



Once a cluster has a large and recog-
nized market, it attracts imitators and
competitors and generates entrepreneurs.
At this point, it enters a takeoff stage.
Global markets and demand for skilled
labor are expanding but so too is the
competition. Managers and skilled labor
are quicker to change employers as they
learn of new job opportunities or to
develop their own market opportunities.
New companies maintain close relation-
ships with each other in order to stay on
top of new developments in marketing,
design, and technology, and they contin-
ue to innovate. 

As production processes becomes more
routine, more and more imitators will
enter the market, and costs become a
more important competitive advantage. At
this point, the cluster has reached its
mature stage and faces new competition

from other places that can operate at
much lower costs. Those clusters that do
not advance technologically may begin to
move to new locations. In this stage, the
cluster must find ways to increase produc-
tivity—perhaps through labor saving
investments— and look for new advan-
tages in different niches and higher value
added products or services such as incor-
porating a design or technology with
advantages that outweigh costs. 

When the cluster’s product becomes
fully replaceable by lower cost or more
effective substitutes, it enters its declining
phase. One of the advantages of organiza-

tions that represent clusters is their ability
to act as an observatory for market
changes and begin to look for new prod-
ucts or market opportunities based on
core competencies long before this stage
is reached. A few clusters, such as arts,
handicrafts, or health care, are able to
embody all phases, maturing without
diminution of markets. 
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Once a cluster has a large and recognized
market, it attracts imitators and 

competitors and generates entrepreneurs.



Nations, regions, and communities,
while dependent on the success of
their industries for the creation of

wealth, also have civic responsibilities
toward their citizens, such as maintaining
a high quality of life, a healthy environ-
ment, and some minimum standard of liv-
ing. Therefore, some balance between
public good and business profitability is a
necessary goal of public policy and of
inherent interest to communities. Are poli-
cies that target industry clusters consistent
with the social aims of the public sector?
Is it reasonable or feasible to expect
demand-driven policies to achieve supply
side social justice ends? 

Participants in the symposium agreed
that the use of clusters as a focus for eco-
nomic development strategies does not
necessarily directly benefit low-income
people, small employers, or distressed
regions. Left to their own devices, clusters
do not explicitly pursue social goals.
Clusters that have organized in order to
set priorities and define their own inter-
ests rarely place equity very high on their
agendas. For the private sector to assume
some social responsibility, there must be
an economic payoff. 

From a state or national perspective,
clusters must ultimately increase rates of
innovation, which in turn will raise pro-
ductivity and generate new enterprises,
thereby increasing the income pie so that
everyone can get a larger slice. From a
company’s vantage point, efforts to

improve equity must ultimately pay off in
increased profits or stock value. From an
individual’s perspective, clusters have to
improve employment, advancement, and
income opportunities. 

Working Harder to Find Workers

In both tight and weak labor markets,
one payoff has been an ability to find and
keep a qualified work force. When labor
markets are tight, which happens even in
bad economic times for older clusters and
less attractive locations, it is increasingly
difficult to find skilled workers. These

clusters have had to look deeper into the
labor pool for non-traditional workers
they may have undervalued in the past.
Furthermore, they realize that they may
have to invest more in education and
training to maintain their work forces at
full capacity and to move toward a high
performance work organization and
increased productivity.8

Branded as Caring

Another kind of payoff is in using social
responsibility to create brand loyalty.
There is evidence that some corporations,

15
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For the private sector to assume some
social responsibility, there must be an 
economic payoff.



and particularly those locally owned, will
operate differently where socially con-
scious actions create an image that com-
mands customer loyalties that in turn
produce sales or enhances their work
force. Investments that support communi-
ty amenities and increase the general

quality of life help clusters attract mobile
and discriminating talent. These all affect
the bottom line. Good deeds can be 
converted into profits with the right mar-
keting strategies and social responsibility
“pays off” if consumers value it. For ex-
ample, many people choose to buy Paul
Newman’s marinara sauce, rainforest
candy bars, or products with union labels
—even when they command premium
prices. 

In the real world people do not always
act purely on pecuniary interests. If they
did, large numbers of consumers would
not make annual donations to charities or
choose to make investments in socially
responsible mutual funds. 

Caring about Communities

Some participants cited examples of
communities where managers and owners
care enough about their relationships to
their community and about the opinions
their peers and friends hold of their busi-
ness actions to act in socially responsible
ways. Further, private enterprises are

more likely to act in the public interest
where they operate in the collective social
environment that clusters aspire to build.
In Connecticut, for example, an inner city
economic development strategy is being
implemented under the umbrella of the
state’s cluster program and with support
of business leaders on the cluster coun-
cils. In the Northeast Kingdom of
Vermont, where community and business
interests are closely intertwined, owners
of local businesses are willing to make
trade offs between maximizing the quality
of their lives and maximizing income. A
“cultural gene” that supports social
responsibility, cooperation, and fairness
has been found to exist across almost
every society.9 A 1992 study cited numer-
ous examples of CEO-level civic organiza-
tions formed to address urban social
problems.10

There will always be some difficult
equity issues that are not easily converted
into profits and are not popular causes
among employers. In these instances, can
the focus on instilling equity concerns
into clusters be turned on its head to
frame equity programs around clusters?
Despite barriers to more socially responsi-
ble distributional outcomes of clusters,
there have been a number of successful
efforts to improve opportunities among
people, places, and firms—some of which
have taken advantage of clusters or of
their attributes. The sectoral employment
strategies for low-income and underem-
ployed workers that have been operating
over the past decade, some of which will
be mentioned in the succeeding sections,
have taken advantage of clustering and
networking to achieve scale and develop
specialization that match local industry
concentrations. 
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Throughout the deliberations of ways
social objectives might be built into
cluster strategies, a number of ques-

tions cropped up repeatedly that made us
stop and take stock of the growing global
enthusiasm for clusters. Are clusters the
exception or the rule? Are they compati-
ble with sector strategies? Does distance
still matter in the age of the Internet and
overnight deliveries? Can clusters be plant-
ed or transplanted? How will a knowledge
economy affect disparities? Are clusters
only good time or also hard time strategies?
Can decaying clusters be rejuvenated? 

Are clusters an exception or a rule?

After an analysis of the industry data
and a close observation of the businesses
in a given region, there may not be any
sets of related industries with either the
scale or concentration to operate as a
cluster. If true, activists’ programs would
have to be generic or else customized to
individual employers. Few places in the
U.S. have the high concentrations of pro-
ducers found in Italy’s famed industrial
districts. But in most places one can find
systemic arrangements of firms (but
rarely through the conventional quantita-
tive cluster analyses) that act in some
ways like a cluster and provide econo-
mies for scale and opportunities for net-
working. In such places, the underlying
value of aggregating and articulating
demand for public services and invest-

ments can yield more benefits than simply
working with individual employers.

To find the clusters, it may be necessary
to expand the included area to surround-
ing neighborhoods or counties, to look
for umbilical cords to clusters in adjacent
areas, to look for less obvious commonal-
ities and more generic needs, or to focus
on micro-clusters that lack scale but rep-
resent unique local competencies. The
Initiative for a Competitive Inner City
(ICIC) looks well beyond the boundaries
of the neighborhood in searching for clus-
ter-based opportunities for large urban
areas. 

Re-orienting the central theme of the
cluster from some commonality of pro-
duction process to a commonality related
to knowledge, innovation, or entrepre-
neurship, may also open up new possibil-
ities for generating externalities and

taking collective actions in a region. In
Europe, the common cluster theme is
innovation. In the European Union’s

17

IV. Tackling the Tough Questions

In most places one can find systemic
arrangements of firms (but rarely through
the conventional quantitative cluster
analyses) that act in some ways like a
cluster and provide economies for 
scale and opportunities for networking.



Regional Innovation Strategies program,
research and development are partnered
with a wide range of companies. Among
less favored regions eligible for funding
under this program (those with per capita
income below 75 percent of the European
average), some focus on specific clusters
but others emphasize technology devel-
opments that can be used across a range
of industries.

A meeting hosted by the Hubert Hum-
phrey Institute at the University of Minne-
sota produced a definition for knowledge
clusters in rural areas that lack the key
ingredients of industry clusters. In these
situations, the clustering refers to the

aggregated local knowledge as driver of
innovation and competitive advantage. In
this framework, “rural knowledge clusters
are specialized networks of innovative, in-
terrelated firms centered outside of major
metropolitan areas, deriving competitive
advantages primarily through accumulat-
ed, embedded, and imported knowledge
among local actors about highly specific
technologies, processes, and/or markets.”11

Are the existing sector strategies
compatible with cluster approaches? 

Sector strategies, supported for more
than a decade by foundations and some
government agencies, are a precursor to

cluster strategies. The distinctions
between the two are not as great as the
different nomenclature might suggest.
Sectors that are defined by products and
are limited by geographic boundaries—as
most of the foundation-funded initiatives
have been—can be alternatively defined
as clusters. One only has to add the sup-
ply chains, specialized support services,
social infrastructure, etc. that have not
been included to turn “sector” into “clus-
ter.” The main difference is that clusters
can be defined by commonalities only
loosely related to sectors. 

A large proportion of the sector
employment programs of the 1990s over-
lapped cluster strategies, and some sector
strategies were indeed synonymous to
cluster strategies. Those that focused on
sets of industries and not just sets of occu-
pations, that employed people with
industry experience, and that offered a
variety of related services could legiti-
mately be termed cluster strategies. The
Mountain Association for Community
Economic Development (MACED) in
Kentucky, which focused on the timber
processing industries, the Jane Addams
Resource Center in Chicago on metals,
and the Needle Trades Action Project
(NTAP) in Massachusetts on the apparel
industry are (or were, in the case of
NTAP), spatial sector-based initiatives. 

Does closeness count or is 
distance dead?

Even as the world gets smaller and
communication can occur “anywhere,
anytime,” not one of the participants
believed that a telecommunications net-
work will fully replace personal interac-
tions. That’s why one of the most
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important distinguishing features of clus-
ters is the ease of transfer of the tacit
knowledge, or know-how, that is based
on experience and judgment and is not
codified.12 Informal learning, acquiring
know-how, and trust building require the
face-to-face contact that occurs through
social, professional or trade, and business
situations. Even the members of the
Internet-dependent New Media cluster in
lower Manhattan13 rely on their ability to
meet informally and often, and maintain
that greater distance would significantly
reduce their competitiveness. Body lan-
guage, inflections, and spontaneous
responses affect the processes of learning
and innovation. 

The value of proximity does not reduce
the necessity of maintaining external con-
nections. While proximity accounts for
much of the informal learning occurring
within clusters, external connections are
as vital for bringing new information into
the cluster and for learning about sources
of innovation from others. A continual
influx of information into the cluster from
research institutions, competitors, and
customers around the world is intrinsic to
keeping abreast of cutting edge ideas.
Social capital—the institutions, relation-
ships, and norms that shape the quality
and quantity of interactions in a society—
then transfers that knowledge from firm
to firm and from individual to individual. 

Can clusters be planted or transplant-
ed in less advantaged regions? 

The historical accounts of clusters sug-
gest that they are rarely a result of a
planned intervention. The world’s largest
clusters took a long time—usually many
decades—to reach the critical mass that

defined them as clusters. Yet most reflect-
ed a solid business logic. Perhaps no one
would have predicted or planned for a
carpet cluster in Dalton, Georgia. But

plastics in western Massachusetts had its
basis in the competencies of the employ-
ees of a General Electric plastics (pheno-
lics) plant and in the demand for parts
from its local transformer and naval ordi-
nance divisions. Metalworking along the
Connecticut River Valley had its roots in
government investments in the Springfield
Armory. Food processing in Chicago can
be traced to the city’s multi-modal position
in distribution and transportation for the
Midwest agricultural sectors. The oil and
gas cluster in southern Louisiana is tied to
the natural resources in the Gulf of Mexico.
Those regions in which clusters are linked
to policy, such as Research Triangle, North
Carolina and San Diego, were already
well endowed with intellectual capital not
typical of less advantaged regions. 

Some clusters began as large companies
that originally located in less populated
areas for the low wages and surplus labor
markets and that later disintegrated into
smaller firms. This scenario describes the
origin of furniture manufacturers in Tupe-
lo, Mississippi and in County Monaghan,
Ireland. The large hosiery cluster in the
small town Castel Gofreddo, Italy devel-
oped after a foreign-owned plant shut
down, and employees who grew up on
farms bought the surplus equipment to
start their own companies. Farmers in the
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community invested their earnings to sup-
port this industry’s growth. 

Other clusters were created by trans-
forming a common local craft into a relat-
ed value-added cluster, such as straw hats
into fashion knitwear in Carpi, Italy or
bone combs to plastic combs to complex
plastic parts in Leominster, Massachusetts.
Still other clusters develop because other

places don’t want them. Prisons, for
example, tend to cluster, as in the North
Country of New York or the western
reaches of Palm Beach County, Florida.
The prisons buy local supplies, rely to
some extent on local labor markets, and
generate demand for training programs
for staff and inmates. On the other side of
the law, the illegal drug trade represents
clusters that, The Economist notes, “brings
rewards to some of the world’s poorer
countries and employs many of the rich
world’s minorities and unskilled.”14

Where the seeds of economic systems
exist, as they do within many regional
business “networks,” it may be possible to
leverage strengths into something larger
and eventually to reach a scale capable of
attracting or developing internally the
specialized factors that comprise a cluster.
Networks can eventually grow into clus-
ters with a support structure and a core
group of enterprising individuals. 

What does the knowledge 
economy bode for who makes it 
and who doesn’t?

The desire of states and regions to con-
centrate their resources on knowledge
economy clusters such as information
technologies or life sciences reduces
employment opportunities for those areas
where the population is less educated.
Firms in potentially high growth clusters
tend to concentrate in large urban centers
or near research universities with plentiful
amenities and a population of highly edu-
cated and talented people. Only cities and
rural areas fortunate enough to have spe-
cial physical assets or amenities attract 
the talent that supports nascent or high
growth clusters. While these clusters cre-
ate lower skilled jobs in the support sec-
tors, rising housing and living costs make
it hard for the lower income population to
live nearby. It is also difficult to develop
career ladders from support sectors to the
higher paying occupations in the core
cluster. Thus, the knowledge intensive
“New Economy” has come to be associat-
ed with increased income disparities and
limited career ladders. 

Most of the research on clusters sug-
gests that the more mature clusters, which
have less growth potential and are under
more competitive pressures, such as met-
alworking, plastics, and printing, offer the
largest number of opportunities for low
and mid-skilled people, less advantaged
regions, and isolated enterprises. Even
though work in mature clusters may be
more routine and pay lower wages at the
start, entry and advancement require less
formal education and can be accelerated
through short-term training. Firms that
can find competitive market niches or
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new ways to boost productivity can still
compete and establish the base of a sus-
tainable regional economy. 

The group noted that while many states
and regions give priority to knowledge-
intensive clusters, the distinction has more
to do with stage of growth and reliance
on research than on the application of
production technologies and skills. They
would be ill-advised to assume that all
emerging clusters use higher skills and
more advanced technologies than tradi-
tional clusters. The latter also often need
sophisticated technologies and technically
skilled workers, and, in some emerging
clusters, many of the jobs are routine and
employ low-skilled people. 

Do clusters work in both growing 
and declining economies?

While many current efforts to organize
clusters are built on opportunities, it is
important to remember that a large num-
ber of the most successful cluster-based
developments in the last decade have
been responses to an economic crisis or
problem. Adversity has proven to be a
much stronger force for bonding and
cooperation than prosperity. New com-
petition, market restructuring, technologi-
cal change, and aging work forces have
catalyzed collective action in many
regions. The pressures of customer con-
solidation combined with competition
from plants in low cost countries caused
hosiery firms in North Carolina to cooper-
ate on multiple fronts. Reductions in
defense spending led electronics compa-
nies in Florida’s panhandle to organize
and recognize the value of collective
action and collaboration. “Rebuild Los
Angeles” was organized around key sec-

tors in 1992 to revitalize the city in the
wake of a series of riots. In the
Northwest, the loss of timberland to pro-
tect the spotted owl led to the organiza-
tion of the wood product industries. 

When the economy heated up in the
mid-1990s, it was the crisis of labor short-
ages that gave rise to many of the collab-
orative activities around which employers
organized themselves. The tight labor
market opened doors to previously
excluded populations and gave clusters a
common problem they could address col-
lectively, even when it increased the risk
of losing workers to competitors. 

How does a region respond to cluster
decay?

A prevalence in poorer areas of very
mature clusters, sometimes called “petri-
fied,” can be a dark cloud hovering over
economic development efforts. For
decades the shoe industry dominated St.

Louis and provided thousands of jobs for
low- and semi-skilled workers. In the
1940s, as the saying went, St. Louis was
“first in shoes, first in booze, and last in
the American League.” That industry is
now almost non-existent except for some
large distributors. Nationally, the industry
that employed 235,000 in 1972 employs
just 28,000 today. Similarly, Milwaukee
was once the beer hub of the U.S., with
most of the largest breweries. It failed to
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respond to the demand for variety; the
rise of micro-breweries in places like
Portland, Oregon has overtaken the area
in beer production. But, fortunately, both
St. Louis and Milwaukee had a sufficiently
diverse industrial base and public and pri-
vate leadership with enough foresight to
survive, although both areas endured
temporary hard times. St. Louis shifted
more into aerospace industry and Mil-
waukee into its small engine and machine
tool clusters, and both benefited from
growth in their service economies. 

Rural areas are harder pressed to
replace declining mature clusters. After
the court ruling protecting the spotted
owl in the greater Northwest limited log-
ging, mentioned earlier, the region tried
to move into higher value-added wood
product production. When employment
in the textile industry in the the Appa-
lachian region of South Carolina area
dropped off due to automation and the
industry relocating to lower-cost off shore
areas, this metro area concentrated on the
many German and Swiss machining
builders it had attracted to build textile
equipment. That region successfully
turned the support industry into a com-
petitive cluster that attracted other
German and Swiss companies and, later,
BMW. 

The first lesson for areas dominated by
mature clusters with declining sales is not
to panic but to assess strengths, determine
whether the downturn is temporary or

structural, and, if the latter, look for alter-
native markets and products. The main
ways to forestall and even reverse the
effects of cluster decline are: 

• rejuvenate the cluster with innovation
(e.g., new designs, markets, products) 

• take advantage of core competencies
to transition into new products, or

• look for elements of the value chain
that can be built into self-sustaining
clusters. 

Any region or cluster ought to be con-
stantly thinking about all three possibili-
ties. Most firms accept the need for
continual innovation. But it is equally
important for successful clusters to build
contingencies for changes in consumer
tastes and demand or for new technolo-
gies. The leaders of organizations that
represent clusters must continually think
about and plan for the future. If the clus-
ter reaches a late maturation stage without
planning or preparation, all agreed, it is
probably too late to rejuvenate. The clus-
ter, if well organized and self aware,
should become a mechanism for gather-
ing information, predicting shifts, and
looking for new opportunities. North
Carolina’s first official state funds for clus-
ters were for just this type of strategic
planning, but only those clusters with
organizations to represent and speak for
their members were eligible for this sup-
port. How well a cluster responds to
decline is a function of how quickly it is
able to detect the shifts in the markets or
technologies that threaten it and how well
prepared it is to respond. 
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In World Class, Rosabeth Moss Kantor
attributed regional economic success
to three factors: concepts, competen-

cies, and connections.15 Participants
reframed these in the language of the
“new economy” to know what, know
how, and know who. Without all three it
is hard to get ahead today. Know what
can be acquired with sufficient investment
and support in education and training.
But know how and know who are based
on work experiences and personal con-
nections, and therefore pose barriers that
investment alone cannot easily surmount. 

Social capital, a core asset of many clus-
ters, has both its pluses and its minuses.
Those people who lack the right connec-
tions are not referred to employers and
fail to pick up scuttlebutt about potential
job openings to even get in the queue.
Those companies that are outside the
networks that expose members to new
processes and markets, non-public bid
requests, and innovations miss out on
many economic opportunities. Clusters
create a capacity to network and learn,
but the more they are defined—and cor-
respondingly limited—by formal mem-
bership, and the more business activity
depends on personal networking, the
higher the hurdles for outsiders to obtain
the benefits of that knowledge. 

The outsiders: people who are left out

Our focus on the impacts of cluster
strategies on low- and middle-income
people covers a wide spectrum of issues,
from finding employment for welfare
recipients to helping people in the lower
economic strata move onto and up career
ladders and achieve middle class or high-
er economic status. Even the most suc-
cessful industry clusters are of limited
value to certain segments of the popula-
tion. None of the Monitor Group’s studies
of the five innovation clusters, for
instance, mentions employment opportu-
nities for the less educated underem-
ployed.16 They may even harm some if
actions result in gentrification, which
makes neighborhoods of cities and towns
more attractive to investors but also can

make them less affordable to current resi-
dents. Some analyses of regions distin-
guish between “traded” and “local”
clusters to extend the opportunity to more
people. But too often the “local cluster” is
dominated by low skill and low wage
jobs with few career ladders, such as in
the restaurant industry, which is now
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America’s largest employer, and the fast
food industry, its largest sub-sector with
3.5 million workers. 

The biggest challenge in serving lower
income people is creating more efficient
linkages between supply and demand in
the labor market and between those indi-
viduals and organizations that look out for
their interests and the businesses that pro-
vide jobs. The channels through which
information about opportunities flow in
clusters are constricted as social and busi-
ness connections weaken. People in those
communities or neighborhoods that are
not home to the key producers, suppliers,
or services are unlikely to know of job
opportunities in the cluster, and, without
guides and incentives, employers are
unlikely to find their ways into these com-

munities for training or recruitment. Most
employers, especially small companies,
rely on referrals and recommendations
from people they trust rather than taking
the time to sift through the massive infor-
mation available through job banks. To be
referred and recommended, a person has
to be connected and known.17

Without intermediaries that can relate to
both firms in the clusters and communi-
ties to serve as guides and make connec-
tions, the community or neighborhood
will derive little benefit from the cluster. A

recent report from the Organization for
Economic Cooperation and Development
hypothesizes that “the increasing impor-
tance of individual learning within the
knowledge based economy produces new
forms of social inequalities, through the
intensification of the disadvantages expe-
rienced by those denied access to learn-
ing opportunities.”18

In “Photonic Valley,” a name given the
optical networking companies in north-
eastern Massachusetts, the poverty rate in
1998 was the highest since 1980. Older
residents are most likely to be employed
in low skilled jobs such as janitorial serv-
ices for the high-tech industries in the sur-
rounding area. Similarly, Silicon Valley
firms still employ large numbers of low-
wage and unskilled immigrants, often as
contingent workers, to perform routine
production tasks. The percentage of part-
time, temporary, contract, and self-
employed workers there has jumped from
19 percent in the 1980s to 42 percent in
2000.19 While celebrated for giving the
region its flexibility, the cluster con-
tributes to growing wage disparities. 

Palm Beach County’s Business
Development Board, which uses a cluster
analysis as a framework for economic
development, made no recommendations
for improving economic opportunity for
low-income county residents. Existing
programs serving residents in the area
were not linked to the clusters and there-
fore are unprepared to take advantage of
opportunities afforded by tight labor mar-
kets.20 The social divide, it seems, is a big-
ger obstacle to opportunity than the
so-called digital divide.

24

Most employers, especially small 
companies, rely on referrals and 

recommendations from people they trust
rather than taking the time to sift 

through the massive information available
through job banks.



The unchosen: places that 
are left behind

Some places have more highly devel-
oped clusters than others, and some places
have more promising clusters than oth-
ers. But certain places do not realize their
potential due, for example, to insufficient
specialization to achieve scale economies;
fragmented public sector support; lack of
knowledge or inability to take advantage
of commonalities; or over-representation
of mature clusters that are inclined to seek
advantage through cut-throat competition
or political pressure, instead of investment
and collaboration. 

The competitiveness of a region de-
pends not just on its internal social capital
but on its ability to learn from and import
innovations ideas from further than the
company down the road. An overview of
the regions in the European Union classi-
fied as “less favored” characterizes them
as having “sectoral specialization in tradi-
tional industries with little inclination for
innovation and predominance of small
family firms with weak links to external
markets.”21 The most 
successful U.S. clusters include lead firms
that are part of global networks and are
exposed to global market opportunities,
and that employ people active in interna-
tional professional associations and net-
works. These firms regularly benchmark
themselves against the best practices 
anywhere. Poorer regions and smaller com-
panies have limited access to the bench-
mark practices, innovations, and markets.
Without wider access, companies are lim-
ited to learning only within their regional
borders and have a difficult time achieving
any sort of competitive position. 

Another characteristic of weaker

economies is fragmented public services.
The weak economies of less favored
European regions, above, are compound-
ed by fragmentation and minimal contact

between research agencies and local
firms. Ministries fail to communicate with
each other and firms are confused by dis-
connected services. As a result, compa-
nies in these regions are inclined to look
for their advantages in cost reductions,
not investments and innovations. In
weaker U.S. economies, similar fragmen-
tation among state and local agencies
exists, and companies underutilize what
services are available. 

Cluster-based economic development in
less advantaged regions is often used in
one of three ways: (a) as a survival strate-
gy for unemployed or underemployed
people in a weak economy and protec-
tion from further decline; (b) as a sustain-
ability strategy for furthering the
development of a more advanced, gener-
ally low-tech, production or service clus-
ter; or (c) as an entrepreneurial
opportunity to create a new economy,
often from scratch.22 In most places, these
strategies co-exist in the same clusters in
hierarchical arrangements, with the lowest
tier being the “survival” household firms
and small workshops with limited
resources and technology; the middle tier
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the better endowed firms looking to hold
on to comparative advantages; and the
highest tier the technical innovators and
exporters with fast growth aspirations.23

The two types of regions that have seen
the fewest benefits from cluster policies
have been neighborhoods of inner cities
and poor peripheral and rural areas—but
for quite different reasons. In both cases,
the problem is in part a result of inade-
quate understanding of how companies
structure the relationships that define their
cluster boundaries. 

Urban Neighborhoods Because large
cities have more diverse economies than
small cities, neighborhoods tend to inter-
sect a variety of clusters. Neighborhoods
lack the industrial space and resident tal-
ent to lay claim to a value added business
cluster. While they could be home to
some value added companies, they are

more likely to be a source of employees
who are willing and able to travel to
work. Local employment opportunities
are more apt to be in the retail and serv-
ice sectors supporting the community. 

Urban neighborhoods may be homoge-
neous ethnic enclaves that have consider-
able social capital unrelated to the larger
economy. A study of social capital in low-
income neighborhoods in Great Britain
found that even though social capital
existed, it was not linked to the power
structures and therefore remained ineffec-
tive in expanding opportunity. Thus, the
challenge for clusters is not to focus on
strengthening a geographically restricted
neighborhood economy but on improving
the position and connections of the
neighborhood, with its social infrastruc-
ture, to the cluster. The opportunity might
be as close as the neighborhood next
door. In Boston, inner city neighborhoods
are very close to the city’s financial dis-
tricts and health care cluster, and an old
industrial area of downtown Los Angeles
neighborhoods is Toytown, the hub of
over half the country’s retail toy distribu-
tion—much of it owned and operated by
immigrants. 
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Desperately Seeking Sectors 

The Initiative for a Competitive Inner City (ICIC) operates under the assumption that poor
inner city areas need more than low wages to attract investment, and that building work-
force skills is a more effective strategy than giving unrestricted tax subsidies or addressing

specific social issues. In 1998 Chicago’s Urban League contracted with ICIC for a study of regional
growth strategies to revitalize inner city and inner suburban communities. ICIC recommended a
regional approach over a neighborhood-based strategy to take advantage of clustering. But that
advantage depends on connections.The final report concludes with the comment that “linking
sectoral strategies with technological development could expand employment opportunities
for all groups, including inner-city and inner-suburban residents” but “inner-city communities gen-
erally have no intermediaries to represent their interests in sector strategy development.“

If the analyses do not cast a wide enough
net, they will miss real systemic 

relationships, and potentially fruitful rural 
specialties can slip by undetected.



Rural Regions Many rural regions fail to
realize their connections and commonali-
ties because they either use too narrow a
definition of cluster membership or of
cluster geography. The Council on
Competitiveness, for example, uses as
one indicator of clusters proportions of
the U.S. national cluster employment and
establishment totals, which are related to
population and therefore overwhelmingly
favor large metro areas. If the analyses do
not cast a wide enough net, they will miss
real systemic relationships, and potentially
fruitful rural specialties can slip by unde-
tected. A group of companies that draw
on common natural resources or local
workplace skills may be sufficient to
achieve some types of economies of
scale, and companies spread over a large
area may be able and willing to meet and
collaborate. When rural clusters do attract
attention, it’s typically agricultural or
non-durable manufacturing sectors,
which have low wage scales and limited
growth potential. 

When rural areas and neighborhoods
can claim a cluster, the clusters are most
often composed of mature industries that
are not technology intensive. The charac-
teristics of many rural and/or distressed
regions—low levels of educational attain-
ment, poor schools, little investment capi-
tal, weak connections to external markets
and benchmark practices, and inadequate
physical and support infrastructures—
strongly favor those clusters that are in
mature phases of production, the tradi-
tional industries based more on imitation
than innovation. As such, these clusters
are very susceptible to, and are in many
places, losing ground to their competitors
in less developed regions of the world. In
underdeveloped regions, small family

businesses that pass down skills from par-
ent to child can produce a large number
of similar products. Certain villages of
Oaxaca, Mexico, for example, concentrate
on textiles, carved animals, rugs, or pot-
tery. 

In low-income regions, the most com-
mon clusters have been in non-durable
manufacturing—textiles, apparel, wood
products, and food processing—and
tourism. Boat building clusters in eastern
North Carolina and central Kentucky, fur-
niture in northern Mississippi and eastern
Kentucky, apparel in eastern Tennessee,
and hosiery in the Piedmont area of North
Carolina and middle Alabama are all clus-

ters that, despite increasing automation,
are still labor intensive, have few posi-
tions that require post-secondary educa-
tion, invest little in R&D, and rely more
on imitation than on innovation. Furniture
companies in northeastern Mississippi use
each other’s designs and attempt to pro-
duce them at lower cost and, when labor
markets are tight, they are able to recruit
competitors’ employees for relatively
small increases in wages. Houseboat
builders in Kentucky are careful to protect
their designs and work force from their
local competitors. 

These imitation- and cost-driven clus-
ters are much more susceptible to global
competition than are innovation- and
skill-driven clusters. For example, over
the past decade employment in North
Carolina’s textile industry has dropped by
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43 percent and in apparel by 63 percent.
The unemployment rate in the Hickory,
North Carolina metro area, home to the
nation’s largest furniture and hosiery clus-
ters plus a large fiber optics cluster, rose
from 1.8 percent to 9.4 percent between
2000 and 2002.24 The members of the
North Carolina clusters that have survived
the competition and the recession are
those that are agile, innovative, and have
captured market niches.

The small players: firms outside the
learning networks

Small and mid-sized enterprises (SMEs)
are too often overlooked, both as parts of
clusters that are dominated by the inter-
ests of large employers or as they com-
prise clusters vital to a locality but of
insufficient scale or growth to meet the
government’s criteria. It has taken the

public sector a long time to realize and
appreciate the unique challenges facing
SMEs. With the exception of new research
and knowledge intensive companies,
SMEs have been slow to learn about and
adopt new technologies and techniques
and enter new markets. To address this
need, the federal government authorized
in the Omnibus Trade and
Competitiveness Act of 1988 a national
manufacturing extension program.25 But
as budgets were cut and state programs
forced to generate more fees for services,
the programs shifted attention to the larg-
er SMEs (small businesses are generously

defined as companies with fewer than 500
employees) that can pay for services,
leaving thousands of small employers
without needed assistance.

Those that pay low wages and give
weak benefits are unable to compete for
the most able people in the labor pools.
Their managers, most of whom are native
to the region and not college graduates,
lack the connections that result from
active participation in professional associ-
ations, travel opportunities, and a contin-
ual churning of employees. When the
furniture companies in Oregon visited
their counterparts in Sweden and the
Carolina Hosiery Association took a group
of owners to see their competitors in Italy
and meet with the machine tool builders
there, it was the first international experi-
ence for most participants. 

On the positive side of the ledger, 
SMEs are more committed to place. They
are less bureaucratic and more flexible,
innovative, and entrepreneurial. Since
SMEs are too small to have “departments,”
managers and workers alike are expected
to know something about many different
things. 

Even further estranged from the support
system and subsidies that are available to
large firms are the micro-enterprises, the
small entrepreneurial businesses that are
mainly family run with perhaps a few
part-time employees or apprentices. While
an almost negligible source of national
employment, on a selective basis they
hold significant promise for many rural
areas—especially the creative arts and
tourism—that have experienced branch
plant closings and have little chance at
replacing those jobs. Micro-enterprises
also tend to cluster but get precious little
attention from policy makers. 
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Participants identified a host of fac-
tors (or lack thereof) that prevent
some people, places, and firms

from realizing the full potential of clus-
ters. The biggest obstacle, at least accord-
ing to employers, is the lack of people
with basic skills, industry knowledge,
and/or industriousness and work habits.
That’s why so many cluster-based devel-
opment strategies begin with education
and training. But beyond skills, there are
other causes for the exclusion of certain
populations, places, and firms. Poor peo-
ple are disconnected from labor markets
and job opportunities. Certain regions are
isolated from product markets and
sources of inspiration and innovation. In
Europe, regional partnering, often orient-
ed around common clusters, is a highly
regarded development tool. Small firms
are less aware than larger firms of the
newest production methods and more apt
to be at the mercy of a highly concentrat-
ed market. 

Skills, skills, skills, and experience

Educational achievement (test scores)
and educational attainment (years of
school completed) are on average much
lower in rural areas and among lower
income populations. Further, “the work-
force development system is generally
regarded to be a poor source of a quali-
fied workforce in most areas of the coun-
try….The perception is that workforce

development agencies are not a source of
skilled workers with positive work histo-
ries.”26 Employers point to the public edu-
cation systems that serve low-income
populations as a cause of poor skills. The
rapid growth of the staffing service indus-

try reflects the low regard in which the
education system is held. The staffing
service industry arguably has become the
most important intermediary in the labor
market for working families. But this
industry, which provides labor at lower
costs and less risk to employers, exacts a
heavy toll from clusters and communities
alike. The agencies typically charge
employers 50 percent more than they pay
their employees, 20 percent of an annual
salary for direct placements, or a combi-
nation of both. 

The work force looms even larger in
the many clusters that now expect their
labor force to have at least some postsec-
ondary education. Although estimates
vary (80 percent is the figure used by the
American Association of Community
Colleges), most agree that in knowledge-
based clusters, and increasingly in com-
petitive mature clusters, the proportion is
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high. In 1998, nationally 57 percent of the
work force had completed high school,
and 39 percent had achieved an associate
degree or higher.27 The figures for minori-
ties are significantly lower. In Silicon
Valley, one recent study showed that
about 84 percent of all jobs require two
years of college yet only 57 percent of the
Latino populations had graduated high
school and only 23 percent had the quali-
fications necessary to enter college.28 With
formal educational requirements up and
rising, those workers who lack credentials
have a diminishing number of options.
Moreover, companies, especially SMEs,
prefer to hire people with industry experi-

ence who can be productive in the short-
est period of time. 

Without incentives or guides, compa-
nies overlook communities and neighbor-
hoods where average skill levels are low
and where educational programs are
inadequately matched to employers’
needs. Even in tight labor markets, firms
will try to import workers before taking a
chance on inexperienced and unfamiliar
local workers, with the exception of the
lowest skilled and paid positions. And for
those low skilled jobs, many employers
look to immigrants forced to accept poor
working conditions and minimum wage.
This disconnect becomes mutually rein-
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Table 1. Summary of Obstacles and Impediments to Full Participation in
Clusters

Obstacles and For Low- and Middle For Less Advantaged
Impediments Income People Regions For Firms

Skills, Skills, and Lack of prerequisites, Low skilled labor Inadequate knowledge
Experience chances to gain experience force,weak schools of benchmark practice

Social exclusion 
gated communities Social impermeability Cultural differences Dues structure

Getting there Travel time and cost, Poor public 
from home family responsibilities transportation Time constraints

Functionally organized 
Intermediaries that Place based and and generalists or Lack of small business 
can’t “talk the talk” supply side focus bureaucrats experience

Insularity and Neighborhood or Little knowledge of Isolated from peers,
parochialism community bound external competitors benchmarks

Unrealistic career Overlook real assets of 
Chasing the New expectations,miss high place,better chances 
Economy wage opportunities to compete n/a

Pressures to cost cuts Over-dependent on too 
Branch plant to suppliers and meet few employers, forced Controlled by large 
domination customer demands to meet their demands customer

Capital gap Few family assets,weak Distance from venture Focus on large firms,
credit history,unknown capital funds restricts poor understanding of
by investors monitoring cluster



forcing where, lacking opportunities to
acquire experience and skills, the work
force remains unqualified for good jobs.
Workplace-based internship and training
programs that allow employers to assess
the capabilities of people they may have
rejected are ways to break that cycle. 

Social exclusion and gated communities

One danger in building social capital
within clusters by forming membership
bodies is that they begin to act as “gated
communities.” The converse of inclusive-
ness is exclusiveness, and, when that
occurs, those that are not considered part
of the “business community” are at a dis-
tinct disadvantage. Clusters associations
form, as noted earlier, because companies
want to interact not just electronically but
on a personal level. Thus, the social
organization of the cluster is a critical fac-
tor where firms share in privately held
joint resources and knowledge, with some
services and contacts provided by the
organization. As Michael Enright notes
“regional identity, at least its economic
identity, is more and more dependent on
the interaction and information flows
among individuals, firms, and institu-
tions, than on territorial details.”29 These
flows depend largely on levels of asso-
ciative behavior and on the existence and
the strength of social infrastructure
and/or the intermediary associations,
which act as brokers or gateways. The
resiliency of North Carolina’s hosiery clus-
ter has been mainly due to the strength of
its local trade association and its ability to
rally the companies around a common
crises of global competition and of the
effects of an increasingly consolidated
customer base. 

For the residents of the community, the
issue is social permeability and the ease
with which bridging relationships can
form. Employment, promotions, and deal
making are all highly dependent on inter-
personal relationships and communica-
tions by word of mouth. This is why
social capital is so highly valued in clus-
ters. Since the release of Robert Putnam’s
work on civicness in Italy, social capital
has become widely known to be the
lubricant that facilitates systemic relation-
ships within clusters. The Aspen Institute
noted that sectoral initiatives are aimed at
low-income populations that are defined
“not simply by absence of resources but
by the absence of marketplace relation-
ships that can create opportunities of
value to both participants and employ-
ers.”30 Cynthia Duncan found that in poor
rural communities “lack of trust and coop-
eration in the community’s social climate
infects formal and informal relationships
at all social levels... Nothing is based on
merit, everything depends on whom you

know and whom you owe.” She argued
that a “clearer understanding of social
capital will facilitate efforts to ameliorate
persistent poverty and underdevelop-
ment….”31

The bonding, or strong, links have been
the easiest to build but potentially the
most exclusive. Bridging, or weak, rela-
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tionships that cross social, cultural, and
geographic boundaries are more difficult
to form and sustain but ultimately more
useful because they expose participants to
new knowledge, partners, employees, etc.
Research on informal job searches shows
that close friendships are less valuable
than more casual acquaintances because
the latter are much more likely to provide
new contacts while close friends tend to
share connections. 

Getting there from home 

Distance is a major deterrent to employ-
ment opportunities for many people in
urban and rural areas. The best available
jobs in a cluster, which are generally dis-
persed across a region, are more often
than not located some distance from the
homes and families of the people who
can fill them. Value adding companies in
high growth clusters are unlikely to be
located in low-income urban neighbor-
hoods, and will be quite far away in rural
areas, which means considerable travel
time for much of their potential work
force. Most of the remaining production
jobs in Yancey or Mitchell Counties, North
Carolina are concentrated in the town of
Marion in an adjacent county, about 25
miles of winding mountain roads from the
population centers of the two counties,
with no regular public transportation.
That deters many potential employees. 

Distance also inhibits learning among
companies and regions. Small companies
have few discretionary funds and little
free time to travel to functions, visit
benchmark companies, and they need to
see an outcome when they do invest time
and resources. Efforts to form networks or
cluster associations have to produce real

value. Similarly, poorer regions are cut off
from places that might produce develop-
ment opportunities and ideas. The U.S., in
particular, has a parochial attitude towards
the use of any public funds for travel
even if it might results in better business
practice or new markets. 

Intermediaries that can’t “talk 
the talk”

The formation of intermediary organiza-
tions has been a popular response to
reducing the disconnects between region-
al cluster drivers and people, communi-
ties, and firms. Intermediaries created
over the past three to four decades to
implement poverty programs or address
social issues are generally staffed by peo-
ple with social service and community
organizing, not industry, experience. They
are unaccustomed to working with
employers or clusters. As recent research
showed (not surprisingly) employers and
non-profits working with low-income
populations and communities usually do
not even speak the same language. Public
sector intermediaries don’t perform much
better, suffering from the same language
gap. Governments organize most of their
services by function, not industry cluster,
and therefore the officials employed may
know the function very well—which might
be financing, business startups, training,
or marketing—but lack the industry con-
text for its effective application. 

There are exceptions, of course—partic-
ularly among labor-based intermediaries
staffed by people from industry (although
often with a history of adversarial rela-
tionships with management). The inter-
mediaries often are neighborhood or
community based, while clusters are re-
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gional, which further obstructs stronger
connections to clusters because their terri-
tories are different. 

Research conducted on industry clusters
in Palm Beach County, Florida found the
paucity of workforce intermediaries to be
a major impediment to low-income peo-
ple benefiting from cluster-based strate-
gies.32 The intermediaries that were active
focused on social services and communi-
ty organizing and lacked knowledge of
or credibility with employers. Exceptions,
such as the Jane Addams Resource Center
in Chicago and the Garment Industry
Development Corporation in New York
demonstrate the potential value of inter-
mediaries that are closely connected to
employers and have a high level of indus-
try experience and credibility. But such
intermediaries, according to recent stud-
ies, have a small out-reach scale and
require long-term support. 

Insularity and parochialism

Poorer regions, smaller companies, and
lower income populations are often insu-
lar and parochial. They have limited and
insufficient access to benchmark practices,
innovations, markets, and jobs. While social
capital is the medium that transports in-
formation and accelerates imitation inside
a cluster, competitiveness is highly de-
pendent on new information and ideas
outside the cluster. The most successful
clusters have lead firms that are part of
global networks and markets and that em-
ploy people who are active in internation-
al professional associations and build
personal networks. These firms regularly
benchmark themselves against the best
practices anywhere. Because their knowl-
edge comes from a diverse set of sources,

the wider the managers cast the net, the
more likely a prize will be caught.

One cause of insularity and parochial-
ism is limited knowledge of learning

opportunities and lack of authority and/or
resources to travel. Employers and em-
ployees rarely attend conventions and
conferences where networking occurs and
do not come across many visitors who
may have experience in their lines of
work and know of new or different ideas.
A second cause is distrust in communities
of outsiders. Some places are closed, or
even inhospitable, to new ideas or out-
siders. Without access and receptiveness,
companies are limited to learning within
their regional borders and have a difficult
time achieving a competitive position.
Richard Florida argues that tolerance
(implying trust of outsiders), measured by
an index of diversity, is as important to
economic growth as talent and technolo-
gy.33 The Internet can overcome some of
the isolation, but socially constructed digi-
tal divides limit even that, and the
Internet does not replace the need for
direct experience and broader personal
relationships. 

Chasing the new economy

A current popular view of urban eco-
nomic development is that the future of
the large metropolitan area and their core
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cities depends on building a “New
Economy” as defined by research and
knowledge dependent companies in the
incubator or take off stages of growth. Its
clusters include industries such as life sci-
ences, information technology, and gam-
ing.34 Various studies have expressed
concern that these shifts are increasing
economic inequality and relegating less
educated people to the lower income jobs
in the service sectors that support the
lifestyles of the more highly paid work
force, for example, shops, restaurants,
and personal services. 

New economy clusters appear to have
fewer career paths for those with low lev-
els of education. Even in the computer
hardware clusters, not all jobs are high
wage or skilled. Many of the printed cir-
cuit board and semi-conductor manufac-
turers hire large numbers of immigrant
and unskilled workers at wages not far
above the legal minimum. The better new
high technology service sectors are likely
to require formal credentials along with
accompanying certifications, whereas in
mature manufacturing one can acquire
marketable skills informally on the job.
But the real danger for regions that take
this lemming-like path to the “New
Economy” is that they will overlook the
strongest assets of mature clusters and
miss potential market opportunities
embodied in new markets or products. 

Branch plant domination and 
market consolidation

The presence or absence of large multi-
national companies is an important dis-
tinction among clusters, affecting
opportunities for SMEs and the sustain-
ability of rural areas. Branch plants con-

trol the fate of vertically integrated clus-
ters, both by pushing cost reductions and
stricter product requirements down the
supply chain and by reabsorbing more
key functions internally. They also get
most of the public sector subsidies, such
as tax credits for work force training.
Even in northern Italy, not all small com-
panies derive the full benefit of clusters—
especially when they are subsidiary to a
large multi-national corporation, as
through the Italian “putting out system.”
The lower tier suppliers of Benetton, for
example, are small and non-unionized,
employ mainly young women at low
wages, and invest little in their training.35

In the U.S., due to the pressures of large
processors “about half of the nation’s
chicken growers leave the business after
just three years, either selling out or los-
ing everything.”36

Another consequence of being over
dependent on branch plants—more wide-
ly documented—is their proclivity to pick
up and move to reduce costs, wiping out
the core of the cluster. The loss of so
many traditional manufacturing jobs over
the past few years, which provided
employment for many undereducated
workers in the rural South, has mainly
been a result of multi-national companies
moving off shore. Clusters that are under-
cut by major closures must either capital-
ize on their skills to form new companies
or reinvent themselves to survive. Even
multi-nationals drawn to the clusters are
not necessarily held by them. Of five
multi-nationals attracted to northern
Denmark in the 1990s by the knowledge
embedded in its telecommunications clus-
ter found that three had expropriated the
knowledge they needed and shut down
operations by the end of the nineties.37
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Further, the consolidation of the customer
base of many clusters, particularly those
in consumer products, is playing havoc
with their profit margins. Clusters like North
Carolina’s hosiery industry, that once sold
to dozens of distributors or retailers now
have fewer and much larger customers that
are global chains such as Wal-Mart, Target,
and Sears. These customers are able to
transfer their risks to the small producers
by squeezing them, forcing them to take
back unsold merchandise, meet tighter
delivery requirements, and reduce costs.
In a New York knitwear cluster, one high
end company was told by a large depart-
ment store chain two weeks before deliv-
ery that it had to cut it costs by one third
or the chain would cancel its order.38 The
greater the scale of the customer, the more
power they exert over clusters of SMEs.

Capital gaps

If clusters are to produce new firms and
support the growth of their innovators,
they need timely debt and/or equity capi-
tal. In those growth clusters that are tech-
nology dependent, the investments can
be quite high. For example, the displaced
machinist who once could buy a few
used machines and set up shop in a
garage now needs computer numerically
controlled multi-axis machines and CAD
software and technical support. For many,
the capital necessary to take advantage of
promising market opportunities is very
difficult, if not impossible, to find—for a
number of reasons.

Location is one factor. Venture capital-
ists prefer to invest in companies near
enough to monitor and to assist, but ven-
ture capital companies are highly clus-
tered in a small number of large metro

centers. Venture capital also is not very
patient and therefore generally is limited
to companies or industries entering the
takeoff stage, not in a mature stage. This
creates a gap for more isolated regions
and older industry clusters. Further, in
rural areas the consolidation of the bank-
ing industry has distanced capital sources
from communities making it difficult to
even acquire working capital. 

Another issue—which has been exacer-
bated by consolidation of banking—is
insufficient knowledge of local clusters
and their markets. A few more established
clusters have been able to develop rela-
tionships with local bankers who have
come to understand and thus respond to
their needs. For example, one executive
of a local bank in Hickory, North Carolina
is an active participant in the Carolina
Hosiery Association, knows the members
on a personal level and trusts them, and
is more likely to fulfill loans requests. 

The third, and biggest barrier for many
low-income and minority individuals, is
their lack of credit history, of access to
family savings, and of the connections to
obtain even the very small loans needed
to get started. The median value of the
total of all of their assets, both liquid and
property, for participants in one set of
sector employment programs was only
$3,000.39 A survey of minority owned
small manufacturers in North Carolina and
Mississippi found that capital was the
biggest barrier they had to overcome.40

Some of the leading community develop-
ment programs, such as the Center for
Community Self-Help in North Carolina
and the New Hampshire Community Loan
Fund, target customers that have good
ideas but lack the connections to find the
money needed to get started. 
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C luster strategies, to reiterate, are
driven by employers’ needs, not the
economic interests of particular indi-

viduals or places. Yet, participants agreed,
those government and non-government
organizations that are concerned with the
distributional impacts of investments in
economic development may be able to
more effectively achieve their goals by
orienting programs toward cluster-based
development policies. 

Many suggestions for low- and middle-
income people, began with ways to raise
skill levels and make the right connec-
tions, including learning from and, in
some places, readjusting or reconfiguring
the many successful sector strategies to
mesh with the cluster development efforts.
For smaller and marginal businesses, par-
ticipants suggested encouraging networks
able to produce some economies of scale,
establishing stronger connections to each

other and to benchmark practices, and
making it easier to identify and acquire
services. Many of the suggestions for
regions with weak economies revolved
around re-directing products and skills
currently embedded in mature clusters
towards higher growth products and serv-

ices, and strengthening networking and
entrepreneurial support networks. 

Some of the ideas that emerged from
the discussions included qualifying more
people, imparting knowledge and know
how through community colleges, identi-
fying roles for intermediaries, creating
opportunities and career paths, engaging
modernization agencies, using networks,
providing incentives and resources, work-
ing with cluster associations, loosening
cluster boundaries, and supporting inno-
vation and entrepreneurship, and pursu-
ing niches. 

1. Qualify people for employment

Inevitably the first issue that draws
attention from cluster organizations is the
competencies and availability of labor.
Skills, Jane Jacobs asserts, which comprise
the “gene pool” of successful economies,
are essential for value adding businesses,
and are one of the few specialized factors
of production that companies must
acquire locally. Supplies and certain serv-
ices can be purchased almost anywhere,
but not mid-skilled labor. Therefore, it is
not surprising that the work force is often
found to be the most pressing problem
facing a cluster and its first choice for col-
lective action. Mature clusters, in particu-
lar, face shortages of skilled labor. The
aging skilled work force combined with a
reluctance of young people to consider
manufacturing careers is causing compa-
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nies to offer bonuses to new hires, and
even to those who refer them. 

Low- and middle-income people with-
out relevant work experience that want a
chance to climb onto a career ladder need
certified basic and soft skills. This quali-
fies them to even be considered for jobs
with a future. The new Nissan plant in
Canton, Mississippi will not accept appli-
cants without at least 18 months work
experience on the job, not to demonstrate
technical competency but as evidence of
social skills and good work habits. Fewer
and fewer employers in value-added clus-
ters hire individuals with less than a high
school diploma, and an increasing num-
ber expect some post-secondary educa-
tion or certifications. The low levels of
educational attainment and achievement
in inner city neighborhoods and among
so many rural communities is the nemesis
of opportunity. Education is the first step
onto career ladders and fundamental to
any glimmer of hope for attracting higher
growth companies. 

The majority of social service and com-
munity-based programs that work in low-
income communities provide support
systems, work experiences, and, where
needed, basic or language skills that enable
enrollment. The most effective pre-employ-
ment and employment programs have been
those that embody real work experiences
that prepare for good jobs, such as the em-
ployment programs offered by members
of the National Network of Sector Partners.

Raising educational levels has long been
recognized as fundamental to the achieve-
ment of both the social and economic
goals of any region, and regions that rank
low compared to competitor regions often
resolve to improve their rankings. Commu-
nity colleges, which accept any and all

applicants at relatively low costs, are most
regions’ leading source of postsecondary
job skills. They cater to large numbers of
low-income youth and working adults,
many from families where no member
had ever set foot in a college. New stu-
dents who fail to qualify for a career pro-
gram can still enroll in courses that allow
them to earn the qualifications and become
comfortable in a college setting. The Ford
Foundation’s new Bridges to Opportunities
Initiative is an effort to develop seamless
paths to and from community colleges for
working adults by recognizing competen-
cies acquired in a variety of formal and
informal settings. 

2. Work with community colleges to
impart cluster-specific knowledge and
know-how

While community colleges and non-
profits effectively prepare regional pools
of individuals with the basic qualifications
to enter the specialized labor markets, the
ultimate labor market advantages lie in
the specific skills needed by the cluster
together with the experience and know
how to apply them to their particular
workplaces. Community colleges, which
serve regional economies and low-income
populations, are in the best position to
deliver the specific skills that match the
cluster’s needs. For example, colleges can
use the work environment of the cluster
as a context for designing and delivering
program curricula, lending practical
meaning to the instruction and aligning it
with real work. Using a cluster as context
can even be used in readiness and basic
skills programs. Programs like Vocational
English can be more effective if the vo-
cabulary used is related to that used on
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the job. Catawba Valley Community Col-
lege in North Carolina teaches English as
Second Language using terms common to
its hosiery cluster. While some sector em-
ployment programs do offer some of the
higher level skill development, the best
of them work in cooperation with the
colleges to provide credentials that move
participants up career ladders. 

The other way that colleges increase
know how is by supporting work-based
education. Work experience—required in
most European schools—gives students a
chance to directly apply classroom knowl-
edge and employers and potential em-
ployees a chance to get to know each
other to better assess employment possi-
bilities. In New York City, the New York
New Media Association and New York
Software Industry associations operate in-
ternship programs in high schools, com-
munity colleges, and universities that
allow minorities and low-income youth to
learn about the cluster and firms a chance
to learn about the students.41 Internships
also can lead to full-time employment. Case
studies of community colleges operating
in four different clusters found that “close
ties between faculty and employers and
informal labor market information networks
make traditional college placement servic-
es superfluous.” With education tailored
to the work of the industries and students
well prepared for the jobs in the industries,
employers interviewed expressed high
levels of satisfaction with graduates.42

3. Identify and work through appro-
priate intermediaries 

While intermediaries have become
potent tools for achieving social ends, the
term intermediary—like the term cluster—

has been “dangerously overused” in the
field of workforce development.43 Inter-
mediaries have become answers to prob-
lems ranging from business startups to

career ladders. Intermediaries stand for
organizations with certain knowledge 
and interests that enable them to match
supply to demand, whether it’s about
labor, information, knowledge, or tech-
nology. From the business perspective,
they act as filters to find best supply from
a large universe, provide services that bet-
ter fit the supply to the demand, and
improve the quality of the supply. Most
small firms in rural areas or urban neigh-
borhoods not only lack access to such
information but also are unable to navi-
gate the complex set of programs that
might provide it to them. They have too
little knowledge of the events and trends
that can affect their business future. Effec-
tive industry-specific intermediaries can
aggregate the needs of companies, trace
the region’s supply chains, and provide
the services, information, and connections
to suppliers or customers that are not af-
fordable individually, the specialized in-
formation that firms need to compete. 

For purposes of discussion, business
intermediaries that are necessary for get-
ting a product to market, such as freight
forwarders and distributors, are not in-
cluded. The intermediaries of most use in
reducing economic disparities are those
organizations that serve special popula-
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economies and low-income populations,
are in the best position to deliver the 
specific skills that match the cluster’s needs.



tions or communities, target small or start-
up enterprises, or work to develop weak
economies. Such intermediaries are impor-
tant mechanisms that allow people, places,
and firms to successfully gain access to
information and to the network, in order
to take advantage of economic opportuni-
ties. In Silicon Valley,44 private sector temp
agencies, workforce development boards,
and membership-based organizations
make the connections for many of those
seeking new or different jobs. 

The intermediaries represented and
described by participants might be classi-
fied as those that: 45

• direct services to the incumbent and
potential work force, including training,
support, employment, and advance-
ment;

• deliver services to companies and
entrepreneurs, which include technolo-
gy, business assistance, capital as well
as training; and 

• operate mainly as brokers and facilita-
tors to make connections.

The most effective intermediaries meet
all three needs, but the intermediaries’

perspective on what their main focus is,
whether individuals, firms, or the connec-
tions between, establishes their primary
mission and mode of operation. Although
many organizations aspire to operate as
intermediaries, too many are greatly
underfunded or underutilized and spend
much of their time soliciting potential cus-
tomers. Ineffectiveness may be due to
lack of resources or poor marketing. But
it also can be the result of a service being
insufficiently valued or specialized. 

Most of the community based interme-
diaries that connect underemployed and
unemployed people to jobs have much
stronger ties to the supply side, i.e., the
individuals that need help or educational
institutions, than to the demand side rep-
resented by a specific set of industries.
Assessments of intermediaries have
shown that typical success factors include:
acting like a business, employing staff with
sufficient industry experience to speak the
language of the cluster, and developing
real relationships to the cluster’s leaders. 

In some locations, organized labor has
been the intermediary that did the train-
ing and worked with employers to build
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There’s still gold in those hills 

Nevada is the world’s third largest producer of gold. Despite falling prices, the gold industry
remains the region’s primary economic engine. But skilled workers for occupations critical to
the success of modern-day mining have been hard to find.To create a pipeline of qualified
technicians for the industry, Great Basin College created a Mine Maintenance Training
Program as a collaborative effort between the college and the cluster. In the 1990s, as more
mining companies in the area joined the cluster alliance, a program was developed with flexi-
ble scheduling, high impact, and industry participation. Companies offer scholarships to stu-
dents who then work for a summer at their sponsoring company, attend classes full-time for
a semester, and then spend one-fourth of their time at school and the remaining part of the
one and a half years at work.At the end of two years, students earn an associate of science
degree. (More information available at http://www.rtsinc.org/benchmark.)



career ladders. Experiences in the U.S.
and Europe with sector-based training ini-
tiatives that involve organized labor, such
as the Labor-Management Council for Eco-
nomic Renewal which assists small auto
suppliers in Michigan, found that such ini-
tiatives expand the breadth of employer
participation in the clusters, achieve econ-
omies of scope by addressing multiple
shared needs of firms, and ultimately raise
skill and wage levels.46 The Wisconsin
Regional Training Partnership (between
unions and employers), founded in 1992,
works with 60 firms that employ 60,000
workers. Working with the local technical
college, the partnership provides incum-
bent worker training but also moderniza-
tion services, employment services, and
school-to-work transition programs. 

The next three suggestions address spe-
cific objectives of intermediaries.

4. Create employment opportunities
and build career paths

Most intermediaries in economic devel-
opment that advocate for low-income
people and places ultimately must address
employment and training. Many of the
sector employment approaches mentioned
earlier are intended to improve the tran-
sition of low to mid-skill workers and the
underemployed into better jobs and onto
career ladders. Enough of these programs
have been evaluated to measure outcomes
and identify common factors associated
with success.47 A survey by the Aspen Insti-
tute of employed low-income participants
in sector employment programs showed a
64 percent average income growth over
the previous year. Sixty-six percent more
were receiving paid vacations, and 56
percent more received medical benefits.48

Participants in focus groups on work-
force issues organized by the Ford
Foundation49 concluded that the most
effective training organizations adopt an
internal culture that resembles the culture
and models the environment of employ-
ers. The best organizations, they found,
“are more than brokers or bridges
between disadvantaged communities and
industry. Such organizations articulate
career paths, develop standardized train-
ing for an industry, and establish mini-
mum standards on job quality.” Larger
institutions, such as community colleges,
this group believed, generally are better
able to do this—that is, if they can react
quickly enough to the sectors’ needs.

Effective employment programs recog-
nize the importance of social capital for
building connections. In any economy,
whether skill based or knowledge based,
people get ahead on the basis of who
they know, as much as what they know.
Hiring is based on referrals and informal
networking, business deals are consum-
mated at coffee shops and bars, and cer-
tain club memberships open doors that
are not open to non-members. Most net-

works and informal grapevines don’t
work well for people, places, and firms
that are isolated by social, cultural, or
geographic barriers. Those on the outside
need help in order to access and navigate
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Most of the community based 
intermediaries that connect underemployed
and unemployed people to jobs have much
stronger ties to the supply side.



through the multitude of information and
services that can help them. 

One reason that disadvantaged youth
and unemployed people fail to enter—or
if they do, drop out of—the education
and training system is the inability of the
labor market system to convincingly com-
municate economic payoffs.50 In most
places, this requires an organization that
can act as a neutral broker, filter, observa-
tory, and advisor for those who are social-
ly, culturally, or economically isolated. 

Intermediaries can overcome some of
the barriers by becoming part of the net-
works, building relationships with em-
ployers, and finding ways to extend their
own cluster know who to their consti-
tuents so that their recommendations are
valued and trusted. Intermediaries that set
up internships and other work experience
opportunities for low-income youth or
unemployed workers, for example, give
them the chance to get to know employ-
ers and fellow employees and enter job-
related social circles. 

Intermediaries that effectively reach and
serve low-income populations and small
firms are illustrated by those organizations
studied under the Aspen Institute’s sector
employment development learning project.
For example, the Jane Addams Resource
Corporation (JARC) in Chicago assists
low-income people in obtaining decent
employment in metalworking industries.
Working in collaboration with companies,
JARC offers a range of training from pre-
employment to advanced technology skills.
It also organizes companies into networks,
creating higher levels of cooperation and
trust and building social capital.51

5. Engage organizations that support
modernization and innovation 

Intermediaries that operate inside of the
clusters and help small firms locate and
take advantage of technologies, resources,
information, and markets are particularly
well suited for expanding economic op-
portunities. Some of the most successful
technology intermediaries, for example,
have been able to relate the moderni-
zation needs of firms to the skill develop-
ment needs of their workers. One of the
strongest assets in Emilia-Romagna’s in-
dustrial districts is the industry-specific
hubs for artisan firms that amass informa-
tion and advice concerning global mar-
kets, competitors, new technologies, and
training needs. 

Those organizations that have technical
experience in particular clusters and oper-
ate in low-income regions are able to
meet the dual needs of employers and
employees. Most of the technology-orient-
ed intermediaries, however, measure their
success in terms of business outcomes
without consideration for the unemployed,
underemployed, or displaced workers—
or the very small firm—unless the bottom
line will be affected; thus, specific finan-
cial incentives or subsidies are often
required. Intermediaries surveyed in
Appalachia52 were found to have multiple
roles that included market coordination,
research and development, brokering net-
works, and strategic planning in addition
to skill upgrading, but the most common
intermediaries—the traditional business
associations—offer little to workers in the
way of training or structured career paths
and reach few small companies. The most
successful efforts merge programs target-
ing company outcomes, such as the Man-
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ufacturing Extension Partnership, with
programs targeting equity, such as the
employment training programs of the U.S.
Department of Labor. 

A few of the sector based employment
programs complement training with inno-
vation services. The Garment Industry
Development Corporation (GIDC), started
in 1984, is a tripartite effort of government,
industry, and labor that supports New York
City’s struggling garment industry, an
important source of employment for low-
income people.53 GIDC introduced sys-
temic changes in a threatened industry to
improve wages and career opportunities,
and became a catalyst and information
broker, helping to identify new markets
and introducing more modern production
technologies and methods, as well as get-
ting unskilled, displaced, and immigrant
workers ready for the new workplace.

6. Facilitate and support business net-
works and skills alliances

At about the time the Manufacturing
Extension Partnership was gearing up in
the U.S., policy makers were also discov-
ering companies in northern Italy com-
peting in very specialized global markets,
with as few as six employees each. The
success of these highly specialized arti-
san firms was due to geographic concen-
tration of tacit knowledge and a
willingness to cooperate. They were
aided by trade associations that provided
real services, hubs that filled market gaps
in services, and a culture that valued col-
laboration as well as competition.
Clusters, Italy showed the world, are able
to benefit the smallest of businesses if the
firms collaborate. Networks within clus-
ters gave Italian firms the external

economies that large firms are able to
generate internally. Some of these pro-
duction networks were formed as infor-
mal subcontracting arrangements but
others were more formal arrangements
that involved full-time brokers. 

Building networks depends largely on
the ability of intermediaries to broker and
manage inter-firm collaboration. Since
managers of SMEs are rarely able to com-
mit the time and resources necessary to
develop collective solutions to common
problems and establish joint services, they
need external assistance. Networks, the
precursor and companion to most cluster
programs, have already been proven as
an effective way to aid less advantaged
regions and very small companies. In 1996,
the Corporation for Enterprise Develop-
ment reviewed some of the community-
based organizations (CBOs) that had
begun building and supporting business
networks. Based on what these benchmark
projects had achieved, CfED suggested
that CBOs use networks to increase job
opportunities for inner-city residents and
target minority firms and that the national

Manufacturing Extension Partnership
make collaboration a criterion for measur-
ing effectiveness.55 

In retrospect, many of the most lasting
successes in network building were in ef-
fect cluster strategies that targeted regions
and mature industries that were losing
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competitive advantage. Grants were used
to establish membership organizations
that would build social capital, provide
real services, and broker networks—
which would be called a cluster council 
in today’s terminology. The five regional
“soft networks” (i.e., associations) funded
by the Northwest Area Foundation in the
mid-1990s that targeted five economically
distressed rural areas were “soft net-
works” closely resembling regional cluster
councils and, in turn, were expected 
to promote joint production, marketing,
or product development networks among
their members56 to generate sales and 
create jobs. 

Business networks provide members
with economies of scale by sharing costs,
experiences, and risks. Appalachian by
Design in West Virginia, the Northeast
Oklahoma Manufacturers Council in
Okmulgee, and ACENet in southeastern
Ohio are sustainable soft network pro-
grams that have been able to change with
the economy. While not totally self-sus-
taining, each of these organizations has
produced results by combining needs for

training with modernization. The keys to
their respective successes have been their
ability to broker collaborative activity,
provide useful technical assistance, and
generate additional external funding for
specific projects. 

Networks have proven to be particular-
ly useful for spurring training among
SMEs that have been reluctant or unable
to invest in the skills of their incumbent
workforce. The U.S. Department of Labor
has applied a cluster framework to its
Regional Skill Alliances program, and the
current authorization for the Appalachian
Regional Commission includes funds for
Regional Skills Partnerships. These net-
works result in reduced costs and more
customized training for smaller firms, and
they advance the career opportunities for
those trained. 

7. Provide funds to offset disec-
onomies and spur growth

This recommendation highlights two
need areas where access to funds can
make a difference. The first focuses on
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Wood U.

Forests are common roots of clusters in rural areas. But some wood based clusters never
get beyond cutting and shipping lumber while others parlay their advantage into exporting
high-end customized final products.The latter is dependent on both technology and work-
force skills. Pennsylvania’s Northwest Industrial Resource Center (NWIRC), the agency that is
charged with helping companies adopt technology, responded to the low-income
Appalachian region’s wood-based cluster with a “Wood Products Initiative.”Too much raw
material was being shipped out, only to return as finished products from other countries, and
companies couldn’t find qualified workers even though the entry and advancement opportu-
nities as well as wages were good compared to most service industries.The NWIRC con-
ducted needs assessments, helped create seven training programs in schools that attracted
1,500 students, assisted 48 companies, and found ways to capture more of the value added
within the cluster.
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the role of incentives and subsidies. The
second addresses access to startup financ-
ing and growth capital for cluster firms. 

Incentives and subsidies can alter the
economics of company investments
and/or hiring decisions enough to benefit
specific populations, businesses, or places
that may have been ignored otherwise.
Tax breaks, tax credits, government fund-
ed training, and loan guarantees can, in
some instances, marginally alter business
decisions—the rationale for many indus-
trial recruitment and workforce develop-
ment programs. Some contend that these
financial incentives do not in the long run
create competitive advantage.58 Yet if sub-
sidies can affect employers’ behaviors,
even in the short run, they can open
doors by giving people opportunities to
prove themselves and to make new con-
nections, with lasting impacts. Such incen-
tives are increasingly sought by cluster
organizations to meet collective needs. 

A second area is the need to explore
innovative and effective ways to connect
traditional and non-traditional debt and
equity capital providers to clusters. Firms
within the venture capital community
have always tended to specialize in

investing in certain industries and, in
some cases, certain clusters. Some seg-
ments of the traditional banking commu-
nity have followed suit. However, in both
cases, these types of providers should not
be regarded as major capital sources for
firms in weaker local economies or in
rural areas that feature clusters. On the
debt side, such firms will be perceived as
lacking business prospects and/or suffi-
cient collateral to secure loans. On the
equity side, even in strong markets, very
few firms will meet the deal size, market
size, growth prospects, margins, and com-
petitive advantage requirements to qualify
for venture investments. Traditional risk
capital providers are even less likely
sources, because earlier stage venture
firms tend to invest close to home or co-
invest with other (lead) firms that are
investing close to home. 

There are, however, non-profit 
organizations already servicing capital
requirements in poorer regions and dis-
advantaged populations. Debt and equity
capital is being offered by institutions that
function as development banks in deed, if
not always in name. These include Shore-
bank in Chicago and Cleveland, Southern
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Connecting Companies in Connecticut.

An important and successful element of Connecticut’s cluster initiative is the Connecticut
Business Training Networks. Since launched in 1999, the state can count among its successful
and prospective regional skill alliances a metal manufacturers training and education alliance
(META) aimed at firms and workers in the inner city of Bridgeport, an Spring Training alliance
composed of five spring manufacturers, the Housatonic Education for Advanced Technology
(HEAT) for the electronics clusters around Danbury, and an information technology alliance
in Stamford. Following the phased funding process used in the earlier state business network
program, each alliance can receive an exploratory grant, development grant, and operational
grants. Beyond the third round of funding, skills alliances are expected to be supported by
member companies.

57



Development Bancorporaton in Arkansas,
the Enterprise Corporation of the Delta in
Mississippi, Arkansas, Louisiana, Kentucky
Highlands in eastern Kentucky, and the
Rural Economic Development Center and
Center for Community Self-Help in North
Carolina. These organizations often offer
other services such as infrastructure and
housing financing as well as technical
assistance services for business. Recent
developments at the federal level, including
the New Markets Program and community
development venture capital activities led
by organizations such as the Appalachian
Regional Commission, may also represent
potent cluster link possibilities.

Capital access approaches that induce
private capital market development or
leverage private funds and can be orient-
ed to service specific clusters should also
be investigated. Capital Access Programs
(CAPs) are based on a risk-pooling con-
cept first introduced in the State of Michi-
gan that expands private banks’ capacity
to make riskier loans to small firms. They
differ from more conventional loan guar-
antee services because they are based on
a portfolio approach rather on a loan-by-
loan basis. Among government programs,
CAPs are considered to be the most user-
friendly and non-bureaucratic. They also
feature a high degree of leverage for pub-
lic resources. Assessments indicate that
CAPs tend to service loans in the $25,000-
$40,000.

Business and Industrial Development
Corporations (BIDCOs) are non-deposi-
tary financial institutions designed to help
meet the financing and management as-
sistance needs of SMEs that do not qualify
for conventional bank or venture financ-
ing. Some BIDCOs also provide startup or
early stage financing and can be designed

to focus on specific industries or clusters.
BIDCOs get their capital from equity
investors and, when sound enough, from
bank loans. Dealing with higher risks and
higher rates of return, BIDCOs comple-
ment the traditional bank borrower. They
also tend to offer a much higher level of
technical assistance to their customers
because their return is tied to their cus-
tomers’ long-term fortunes. 

8. Work with cluster associations

Among the most straightforward and
effective mechanisms for achieving social
goals is to work through cluster associa-
tions. The starting point for public sector
cluster strategies is generally building or
sanctioning some business association
that can represent members of a cluster
and act as a collective voice for the clus-
ter—most commonly called cluster coun-
cils. There is evidence that the higher the
level of associative behavior in a cluster,
the more social responsibility member
businesses will assume. Cluster councils,
for example, are more likely than individ-
ual companies to recognize community
responsibility because the individual
actions of their members are more appar-
ent to all. 

In most communities, acting to improve
the “bottom line” is balanced by the
desire for approval by peers, community
leaders, and associates, and therefore
enlightened companies will take actions
not justifiable on purely economic terms.
Clusters have their own distinctive cul-
ture, which may have social and altruistic
dimensions because business decisions
are frequently informed gut decisions that
balance personal interests with economic
outcomes. The social capital created by
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clusters increases the likelihood of a col-
lective conscience. A recent publication
that highlighted one benchmark work-
force development practice for each
southern state named “addressing work-
force needs through private sector indus-
try clusters” throughout Mississippi.59 This
means going out into some of the nation’s
poorest communities to find qualified
workers. Joint Venture, Silicon Valley’s
February 2002 newsletter, invited mem-
bers to take part in two upcoming corpo-
rate workshops on the value of the
“Triple Bottom Line” for businesses and
on ways to develop consistent policies
and practices. 

The “triple bottom line” framework
measuring community performance
according to not only economic but also
social and environmental outcomes can
become a realistic goal in places where
businesses take pride in their environ-
ment and want a safe and attractive place,
one that will attract and retain talent and
where owners’ and employees’ children
will consider living.

Making choices for the good of the com-
munity may require some encouragement
and education by community organizations.
It doesn’t always occur spontaneously.
The introduction of social goals into a
cluster’s agenda can be enhanced by
establishing formal roles for “third sector”
organizations, including intermediaries,
that have related interests in the environ-
ment, civil society, and equity. This is best
done by either convincing cluster associa-
tions to recognize non-profit associate
memberships or forming working com-
mittees on common issues that include
non-governmental organizations.

Cluster organizations can add value by
including student and young worker com-

mittees. Such committees would create
learning and networking opportunities for
the next generation of technical workers
and entrepreneurs and allow them to take
part of a larger collective entity. 

9. Loosen cluster “requirements”

Inner city neighborhoods and small rural
communities may appear to lack concen-
trations that meet typical requirements for
“clusters” if boundaries are defined too
narrowly. Neighborhoods are better
served by a perspective that includes
them as part of larger regional economies
and clusters and by looking for ways that
residents can commute to work or oper-
ate services and retail businesses drawing
on those employed in the cluster.60 Inner
city businesses depend heavily on prox-
imity to their customers, including those
living in surrounding suburbs. 

The same can be said about rural com-
munities in much of the eastern U.S.,
where distances are short enough to per-
mit satellite operations of larger clusters.
The small group of hosiery producers in
Mt. Airy, North Carolina is close enough
to the hosiery cluster hub in Hickory to
take advantage of relationships and exter-
nalities. Other rural areas have simply
lowered their scale requirements. Two
contiguous counties in Nevada, Lander
and Eureka, with a combined population
of less than 9,000 in 2000, identified seven
areas in which they claim some special
expertise and competitive advantage:
mining, alfalfa/hay, artisan crafts, retire-
ment, local services, and transportation.61

While only the first three and possibly
retirement are value added clusters, they
provide the counties with a focus to their
development and entrepreneurial efforts. 

47



10. Encourage and support innovation
and entrepreneurship 

Although innovation is what fuels clus-
ters, entrepreneurship is what grows
them. Every known competitive cluster
has both innovators and entrepreneurs—
plus numerous imitators to take the clus-
ter to scale. In most clusters, however,
innovation cannot be measured and rep-
resented by patents, new products, or
new services. It is rooted in the ways
technologies are used, management sys-
tems designed, products marketed, and
labor organized and used. The non-R&D
generated ideas that lead to new prod-
ucts, services, markets, companies or to
self-employment, particularly in mature
clusters, are too often overlooked as
wealth generating and cluster building
opportunities. 

The economic growth opportunities for
low- and middle-income populations may
be far greater in self employment than in
slowly moving up career ladders. Entre-
preneurship has been used extensively in
disadvantaged regions with mature or de-
clining clusters only, downsized or closed
plants, and large numbers of unemployed
semi-skilled and skilled workers. Entre-
preneurship can also be a way for under-
employed and part-time workers to
supplement their income. Indeed, people
generally embark on an entrepreneurial
path for one of three reasons: as a sur-
vival strategy to supplement low wages or
tide them over until they get better em-
ployment; as a life style choice to have
more control over their own work life
while earning a living; or to grow a com-
pany and build employment based on fill-
ing a need, exploiting an innovation, or
making a better product. 

Entrepreneurial endeavors collectively
are a big business in the U.S. In 1999
more than half of the businesses that filed
tax returns were home based and three in
ten were full time.62 The home-based
businesses are likely to be in rural areas,
female owned, and require less than
$25,000 to start. Firms begun out of per-
sonal necessity, the first reason, are gen-
erally in a support service sector and,
while they raise the income of the owner,
they do less for the region than firms that
export goods or services. Both the
lifestyle companies and the growth com-
panies, however, can strengthen and be
strengthened by a cluster. An interim
assessment of the Entrepreneurial
Initiative of the Appalachian Regional
Commission (ARC) found in interviews of
businesses in distressed or transitional
counties supported by the program, 55
percent were lifestyle businesses and 36
percent planned to grow.63

While sectoral employment programs
have helped people find jobs and ad-
vance, a similar set of entrepreneurial
programs have been helping low-income
people to start companies and small com-
panies to grow. The ARC program, for
instance, funded dozens of programs in
poor counties—many organized around
clusters. In some of the least developed
districts, the more successful efforts used
networks as mutual support mechanisms.
Some of the most successful entrepreneurs
operate in the underground economy
that, if it could be measured, might reveal
significantly higher income from self em-
ployment and home-based businesses. 

Innovation and entrepreneurship de-
pend on a willingness to take risk, but
even if the ideas and willingness are
there, it takes more. It requires a different
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set of business skills and knowledge, as
well as connections, than employment.
Most employment and training programs
for low-income populations focus on the
skills that lead to quick employment, not
on the industry “know what” necessary to
run a business. The know how needed by
entrepreneurs is more likely to come from
experiences in family and neighborhood
businesses than from school or internships
in large corporations. Thus, entrepreneur-
ship is in part “hereditary.” A recent report
from the National Commission on Entre-
preneurship noted the importance of net-
works, alliances of entrepreneurs “who
share ideas, learn from one another, and
do business together.”64 In rural communi-
ties sampled throughout the U.S., re-
searchers found that an “Entrepreneurial
Social Infrastructure” is highly related to
community self-development that results
in increased jobs and incomes.65 This
social capital includes the ability to look
at alternatives, to accept diversity of inter-
nal and external networks, and to sustain
an ability to mobilize resources.66

11. Find a niche and go for it

Economic development experts often
exhort companies in industries that are
slipping toward the end of their product
cycle to “move up the value added chain”
in order to compete. This often means
higher wage jobs. In developed regions
with higher labor and living costs, compa-
nies have to concentrate on niche prod-
ucts and services that still require research
and development or special design skills
that depend on experience, tacit knowl-
edge, and creativity. Part of the success of
Emilia-Romagna’s tiny artisan production
firms is their ability to specialize and to

preserve a level of tacit knowledge and
experience, giving them nearly insur-
mountable competitive advantages. 

Regions have the same opportunity to
find a niche in which some special
expertise or local resource can provide a
competitive edge, some area in which a
region or community can distinguish itself
and build a reputation for excellence, a
mark that attracts customers. That niche
might be found in the most unlikely
industries. For example, the once dying
town of Hay-in-the-Wye in Wales found
its niche in used books. It now is home to
35 bookstores that draw buyers from all
over the United Kingdom and Europe.
While every town can’t be a used book
hub, distant imitators can be successful,
and Redu in Belgium and now Joie de
Livres in France have replicated the Welsh
town’s success. The latter, in true cluster
building fashion, also now has a calligra-
pher, bookbinder, printer, and papermak-
er. 

Finally, individuals can also find their
own niche in the clusters—something
related to the cluster that they are good
at—and build a personal portfolio to doc-
ument efforts, credentials, and experi-
ences that bear on that niche. While
probably not a good approach for those
with little education and work experience,
it may help people that have a work and
education history to identify career lad-
ders and advance along them. 
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I f clusters are going to become the eco-
nomic development strategy of choice
in the U.S., those organizations

charged with expanding economic oppor-
tunities will have to consider not only the
size of their regions’ economic pies but
the way they are sliced. Just as organiza-
tions concerned with distributional effects
of economic development shaped their
past efforts to fit into industrial recruit-
ment, entrepreneurship, technology trans-
fer, networks—and any and all of the
various tools that governments have used
to generate jobs—they now must think
about how to take advantage of cluster-
based approaches. 

Clusters may become even more impor-
tant than previous strategies because they
represent not a single development tool
but a framework for understanding and
building economies. Part of that improved
understanding ought to include ways to
extend the existing systemic relationships
to include people, places, and firms that
have been on the periphery of the eco-
nomic mainstream. The mere existence of
clusters offers only limited promise for
disadvantaged individuals or places, but
clusters can intentionally forge a pathway
leading to higher incomes and stronger
economies. An examination of systemic
relationships may reveal previously unno-
ticed common or collective competencies,
hidden specialized resources, and ways to
aggregate strengths that have the potential
to take advantage of cluster tools, social

capital, and externalities.
This process will take re-education,

resources, and time for the nation’s many
public sector agencies and private organi-
zations that lend a hand to less advan-
taged populations and weaker regions.
They will have to figure out how to best
use the cluster framework to get more
people onto and up career ladders, firms
on growth paths, and places into success-
ful regional production systems and
implement strategies that accomplish
those goals. 

The single most important theme that
cut through all of the discussions and
nearly all of the recommendations is con-
nections, or what is termed social capital.
Implicit in all of the discussions is the
social capital that undergirds the systemic
relationships within the clusters, the social
infrastructure that moves information and
affects employment and economic oppor-
tunities and innovation. People, those
places, and firms that are unable to bene-
fit from—or worse, are cut off from—the
social capital of clusters are severely
handicapped in any economy, but more
so in a knowledge-based economy that
depends on “know who” to build “know
how.” Clusters, because they are systems,
provide opportunities for extending social
capital to more people and more places.
This report suggests useful and practical
strategies that can extend the benefits of
clusters to more people, places, and firms.
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